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Independence Standards Board
Minutes
Telephonic Special Meeting of September 23, 1999
Public Session

A telephonic special public meeting of the Independence Standards Board (“ISB” or
“Board”) was held on September 23, 1999. The purpose of the Special Meeting was to
deliberate on, and consider authorizing the issuance of, Discussion Memorandum (DM)
99-2, “Evolving Forms of Firm Structure and Organization.” Participating were:
Board Members
William T. Allen, Chairman
John C. Bogle
Stephen G. Butler
Robert E. Denham
Manuel H. Johnson
Philip A. Laskawy
Barry C. Melancon
Others Participating by Invitation
Arthur Siegel, Executive Director, ISB
Richard H. Towers, ISB Staff
Susan McGrath, ISB Staff
William J. Cashin, Jr., ISB Staff
Richard I. Miller, General Counsel and Secretary, AICPA
Lawrence Cunningham, Project Director, Firm Structures Project
Chairman Allen noted that a quorum was present and called the meeting to order at
approximately 10:40 AM.
As background, the Chairman indicated that he had recently received the strongest
possible encouragement from Mr. Levitt, the Chairman of the Securities and Exchange
Commission, to complete several of the Board’s projects.
Mr. Allen advised the Board that the SEC staff had left him a message the previous night
that it has substantive comments with respect to the DM, but was unable to provide
details or to attend the ISB meeting this morning due to other commitments.
Turning to a specific discussion of the Firm Structure project, Mr. Allen asked Mr. Siegel
to highlight the two principal changes made to the document in response to the direction
from the Board at its September 1st meeting. These were the addition of (1) Appendix B,
“The Profession’s Policies, Procedures and Safeguards to Protect Auditor Independence,”
and (2) a new section, “Minority Investments by the Firm in Other Entities.”

The consideration of the document continued. Mr. Siegel obtained approval for the staff
to make minor “housekeeping” changes to the document, and Board Members suggested
several modifications to the revised “General Questions for Respondents.” Mr. Siegel
then reviewed the new section on Minority Investments for the Board and various
suggestions were made and agreed upon to improve the language. Members then
discussed the section on “Client Investment in Firm or Corporate Employer Securities,”
and agreed to add a question about investments in such securities by mutual fund audit
clients.
The Chairman summarized the discussion by noting the Board had reviewed the DM and
made minor changes. He reminded the Board that while the SEC staff indicated it has
substantive changes to suggest for the document, the changes are not available at this
time. Mr. Allen then requested and received unanimous Board approval for the issuance
as promptly as possible of DM 99-2, “Evolving Forms of Firm Structure and
Organization,” subject to a meeting the week of September 27th between a Board Task
Force consisting of Messrs. Allen and Denham, and Ms. McGrath of the ISB staff (in the
absence of Mr. Siegel) and Mr. Turner, the Chief Accountant of the SEC. The purpose of
that meeting would be to consider the SEC staff’s comments, discuss the appropriate
length of the exposure period (60 or 90 days) and then either make minor changes to the
document and issue it, or, if the changes are substantive in the judgment of the Task
Force, to return to the full Board for further direction.
*******
The public session was adjourned at approximately 11:20 AM.
Respectfully submitted,

William J. Cashin, Jr.
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